The purpose of this paper is to investigate the determinants of profitability for small and medium-sized enterprises (SMEs) in the wholesale and retail sector in the Republic of Serbia. The wholesale and retail sector is a very important sector for Serbian economy, and also one of the most profitable sectors. The research of determinants of profitability includes two phases. First, the differences between the profitability of SMEs and large enterprises were conducted using the Student t-test. Second, the panel data estimation techniques were used to detect determinants of firm profitability. The profitability measure is based on the return on assets, and the determinants of profitability were defined as follows: size, leverage, liquidity, tangibility, investment, sales growth and lagged profitability. The data was collected from the financial statement of enterprises. For this purpose, 9,005 observations of 1,801 SMEs and 1,605 observations of 321 large trade companies over the period of 2010-2014 were included. The results indicate that SMEs achieve statistically significant better profitability than large wholesale and retail companies. The findings indicate that leverage, liquidity, sales growth and lagged profitability positively influence the profitability of SMEs. Furthermore, the results show an inverse relationship between the size and tangibility on one side and profitability on the other side.
INTRODUCTION
The wholesale and retail sector is one of the most important sectors in the economy of the Republic of Serbia. While the Serbian economy consists of 21 sectors, 35 per cent of the enterprises belong to the wholesale and retail sector (Statistical Office of the Republic of Serbia, 2015) . The main indicator of the success of economy, sectors and enterprises is profitability. Profitability, as a measure of the ability of companies to make a profit in relation to investments, is a key indicator of performance for two reasons. First, enterprise profitability is generally regarded as an important precondition for the long-term firm survival and success. Another factor explaining the importance of firm profitability is its effect on economic growth, employment, innovation, and technological change. In order to achieve better competition, improve efficiency, and answer to the pricing pressure, enterprises are experiencing greater difficulty attaining the required profitability (Yazdanfar. 2013) .
Since 2009, the profitability of the Serbian economy is consistently positive. In the period 2009 -2013, the profitability of the Serbian economy was 5.95 percent, measured according to the return on assets (Mijić, Jakšić, 2015, p. 1) . Besides the fact that the wholesale and retail sector is the largest sector according to the number of enterprises, this sector is also among the most successful sectors in Serbia. The average ROA in the period [2009] [2010] [2011] [2012] [2013] of the wholesale and retail sector was 7.13 percent (based on the sample of 13,982 observations).
The question of what factors determine profitability should be one of high priority for both researchers and practitioners, including managers, investors, debt holders, and policy makers (Yazdanfar, 2013) . This study will provide an answer to this question specific for small and medium enterprises (SMEs) in the wholesale and retail sector in the Republic of Serbia. SMEs are very important for the development sector and economy. Despite the crucial and growing role of SMEs in Serbian economy, where they account more than 99 percent of enterprises (Statistical Office of the Republic of Serbia, 2015) , a very small number of researches were made to their profitability determinants, especially in the wholesale and retail sector. Since small and medium-sized enterprises (SMEs) are usually burdened by a lack of capital, this limitation can and must be replaced by a focus either on the efficient use of limited resources or on quality (product quality, process quality, and quality of business). Therefore, in SMEs the need to achieve business excellence is even more emphasized compared to large enterprises (Radosavljević et al, 2015, p. 926) . This study attempts to investigate the determinants of enterprises profitability of SMEs in the wholesale and retail sector, in contrast to large enterprises, utilizing the enterprise-specific publicly available accounting variables using panel data estimation techniques.
The study consists of six sections. The first section describes the background of the study. The second section provides reviews of the previous literature. The third section describes the determinants of profitability. The fourth section describes the data and methodology used, while the fifth section provides empirical results. Finally, the sixth section concludes.
LITERATURE REVIEW
Research papers about profitability determinants are focused on specific industry sector or on the specific type of enterprises in one sector for example on the level of SMEs or large companies of the specific sector (e.g. Adams and Buckle, 2003; Goddard et al., 2005) . These research papers can be classified into two groups. The first group focuses on external determinants, i.e. factors that reflect the market, business, and economic environment in which enterprises operate (Scherer, 1980; McGahan, Porter, 1997) . The second group focuses on internal determinants, i.e. factors at the level of the enterprises (McDonald, 1999; Goddard et al. 2005 : Stiewald, 2010 Asimakopoulos, Samitas, Papadogonas, 2009; Chandrapala, Knapkova, 2013 : Chandrapala, Guneratne, 2012 Coban, S. 2014; Agiomirgianakis et al. 2006; Papadogonas, 2005; Bonić et al., 2015) . Since the focus of this study is on the internal profitability determinants, the literature review will be based on relevant studies for this group.
The profitability determinants of Australian manufacturing enterprises for the period 1984-1993 were examined by McDonald (1993) . The results indicate that lagged profitability and industry affiliation are crucial factors of profitability. Goddard et al. (2005 Goddard et al. ( , p. 1269 ) investigated profitability determinants of manufacturing and service sector in Belgium, France, Italy and the UK for the 1993-2001 period, using the panel data technique. Their research suggests that enterprises size and gearing ratio are negatively related to profitability, while market share and liquidity positively influence profitability.
In order to identify the factors of profitability, Stierwald (2010) used a panel data set of 961 large Australian enterprises for the period 1995-2005. The author used a random and fixed-effect regression including lagged profitability, productivity, size and industry affiliation as independent variables. The results indicate that lagged profitability, productivity, and size are crucial factors of profitability, while the effect of industry affiliation is not. Asimakopoulos et al. (2009, p. 929 ) investigated the factors of profitability for the Greek non-financial enterprises listed on the Athens Stock Exchange for the 1995-2003 period. They used the panel data estimation technique and found out that size, sales growth, and investment positively related to profitability. On the other side, leverage, current assets, EMU participation, and adoption of the euro are negatively related to profitability. Knapkova (2013, p. 2184) investigated the impact of firm-specific factors on the financial performance of 974 firms in the Czech Republic over the period from 2005 to 2008. They used the pooled and panel cross-sectional time series techniques for the analysis of the impact of eight independent variables on the return on assets (ROA). The results indicate that the firm size, sales growth and capital turnover have a significant positive impact on ROA, while debt ratio and inventory have significant negative impact on it. Chandrapala and Guneratne (2012, p. 171 ) examined the impact of ownership concentration and other internal factors on the financial performance of enterprises listed on the Colombo Stock Exchange. The pooled and ordinary least square regression was used to analyze the data. The results indicate that the ownership concentration does not have a statistically significant relationship with the return on assets. Furthermore, firm size, quick ratio, and the ratio of inventory investment to total assets have a positive impact on the ROA, while debt ratio has a negative impact on the ROA. Coban (2014, p. 73 ) used a panel data of 137 Turkish listed manufacturing companies over the period 1997-2012 to investigate the interaction between firm growth and profitability. The research, based on the system-GMM, showed that there is a statistically significant positive relation between current profit and current growth. Agiomirgianakis et al. (2006, p. 236 ) used a panel data of 3,094 Greek manufacturing firms for the period 1995-1999 in order to investigate which internal factor has an impact on profitability. They found out that firm size, age, exports, sales growth, reliance on debt and fixed assets growth, as well as efficient management of assets influence profitability. Similar research was conducted by Papadogonas (2005, p. 14) , but his research is based on the small and large enterprises. The results of his study show that profitability is positively affected by the firm size and managerial efficiency, and negatively by leverage. Also, findings show that sales growth is significant for small firms, while it is not a significant factor for large companies.
DETERMINANTS OF PROFITABILITY
The profitability variable as a dependent variable is represented by the return on assets (ROA). The most relevant determinant in explaining the market value of enterprises is the ROA (Asiri, 2015, p. 4) . The ROA is defined as the firm's book value of net profit after tax divided by total assets.
The group of independent variables consists of size, quick ratio, leverage, fixed assets to total assets ratio, sales growth, investment, and lagged profitability.
The size of enterprises can be measured using several proxies, such as assets, sales, and employees. In this study, the size is measured as the natural logarithm of the firm book value of sales. Larger enterprises not only enjoy a higher turnover and ability to generate higher income, but also have better access to capital markets (Titman, Wessels, 1988, p. 1) , and lower cost of borrowing (Whited, 1992 (Whited, , p. 1425 . According to this, it is expected that size is positively related to profitability. However, the findings of previous studies are not uniform regarding this expectation. While Ito and Fukao (2006) , Asimakopoulos et al. (2009, p. 929) , and Stierwald (2010) found that firm size has a positive influence on profitability, Goddard et al. (2005) , Jensen and Murphy (1990) , found the inverse relationship between firm size and profitability.
The quick ratio indicates the amount of liquid assets available to offset a current debt. The quick ratio is measured as a ratio of cash and accounts receivable to current liabilities. Healthy enterprises should have this ratio at the minimum level of 1.0. Therefore, the firm's ability to pay short-term liabilities is a key factor in determining the firm's performance. The findings of the influence of quick ratio on the profitability are also mixed. Barbosa and Louri (2005) , and Kuntluru et al. (2008, p. 28) confirm that there is a positive relationship between quick ratio and ROA. On the other hand, Pratheepan (2014, p.7) found that quick ratio does not have an influence on profitability.
Leverage indicates the level of the debt. Leverage can be measured by using different indicators, such as ratio of the total debt to total equity, or ratio of total debt to total assets. In this study, leverage was measured by ratio of total debt to total assets. Higher debt can negatively influence profitability, because high debt requires more resources to pay the debt.
On the other side, additional debt can be implemented in a good investment, which will increase profitability. Asimakopoulos et al. (2009, p. 929) and Al-Jafari and Samman (2015, p. 303) found that leverage is negatively correlated to profitability, while Burja (2011, p. 215) found that leverage is positively correlated to profitability.
Fixed assets to total assets ratio shows which part of the fixed assets is financed with the owner's equity. The ratio of 0.5 or higher indicates an inefficient use of working capital which reduces the firm's ability to carry accounts receivable and maintain inventory and usually means a low cash reserve. Furthermore, this will limit firm's ability to respond to an increased demand. Pratheepan (2014, p. 7) supported this in his research and found out that there was a negative and statistically significant relationship between fixed assets to total assets ratio and profitability.
Growth measures the ability of the firm to achieve growth in sales. Growth is calculated as the growth rate of sales in two consecutive periods. If the firm achieves greater growth in sales, that means it provides additional income for the current period. Therefore it is expected that growth affects profitability positively (Asimakopoulos et al. 2009 , Geroski et al. 1997 ). On the contrary, some researchers showed that growth can be negatively related to profitability (Kaen, Baumann, 2003; Hoy et al. 1992) .
Investment refers to increase in fixed assets, and it is calculated as the growth rate of gross fixed assets in two consecutive periods. It is expected that investment affects profitability positively since it expands production capacity, in order to improve sales and at the end to increase profit (Asimakopoulos et al. 2009; Guariglia, 2009 ).
Lagged and current profitability are related, because lagged profit implies more resources in a current period, such as more liquid assets, better relationship with customer, and possibility to increase market share. Therefore, lagged profitability is expected to be positively related to current profitability (Coban 2014; Yazdanfar, 2013) .
DATA AND METHODOLOGY

Describe of Data
The data used in this study refer to a sample of Serbian wholesale and retail enterprises for the period 2010-2014. The data were collected from the database "Amadeus" and includes a detailed balance sheet, income statement, and other data on Serbian firms (Amadeus, 2016) . The original set includes 10,592 enterprises. In order to construct balanced panel data and avoid effects of new enterprises, and enterprises that shut down during the period, our sample consists of the enterprises that operated during the whole period 2010-2014. Furthermore, the missing or abnormal data were removed, so the final sample consists of 2,322 enterprises. This sample was separated into two. The first sample consists of 1,801 SMEs represented by 9,005 observations and the second sample consists of 321 large enterprises represented by 1,605 observations. Table 1 contains descriptive statistics of the variables for both groups (SMEs and large wholesale and retail enterprises) for the total period under examination. The profitability of the SMEs wholesale and retail enterprises is better than the profitability of the large enterprises. Regardless of numerous changes in the past few years, retail trade in fast moving consumer goods in Serbia has significant role on the FMCG market (Grubor et al. 2013, p. 402) . Also, SMEs enterprises have better quick ratio and investment ratio. Both groups of enterprises are extremely high leveraged. 
Methodology
The research of profitability determinants of SMEs enterprises of the Serbian wholesale and retail sector includes two phases. Firstly, the differences between the profitability of SMEs and large enterprises were investigated using the Student t-test. According to the aim of the first phase, the following hypothesis is defined:
H 1 : There is a difference between the profitability of SMEs and large enterprises of Serbian wholesale and retail sector.
Secondly, in order to investigate profitability determinants of SMEs, panel data techniques were conducted. According to this, the following hypothesis is defined.
H 2 : Firm internal characteristics (size, quick ratio, leverage, fixed assets to total assets radio, growth, investment and lagged profitability) of Serbian SMEs wholesale and retail sector have a significant impact on profitability.
A major motivation for using panel data has been the ability to control the possibly correlated, time-invariant heterogeneity without observing it (Williams, 2015) . The two models, depend on the nature of the variables, are included into this estimation. If variables are constant over time, the random effect model is better (Hsiao, 2010) . The random effect model is given as (Bruderl, 2005, p. 3):
It is assumed that the vi are random variables (random effects) and that Cov (xit, vi) = 0. Using a pooled-GLS estimator provides the random effects estimator. The following transformation is required to estimate random effects model from the pooled regression (Bruderl, 2005 , p. 4):
If = 1, random effect estimation is similar to fixed effects estimator, but if = 0, the random effect estimation is similar to pooled regression. Normally is between 0 and 1. If ( , ) = 0, it is good, it even increases efficiency. If ( , ) ≠ 0 the random effect estimator will be biased and the degree of bias depends on value to . If 2 ≫ 2, then is expected to be close to 1, and the bias of the random effects estimator will be lower (Bruderl, 2005) .
If independent variables vary over time, than the use of the fixed effects model is appropriate.
The answer to the question which model (fixed effects or random effects model) is appropriate will be realized by the tests model validation such as the Bresuch-Pagan Larange Multiplies test and Hausman test.
EMPIRICAL RESULTS AND DISCUSSION
An independent samples t-test was conducted to compare the ROA for SMEs and large enterprises. The test for equal variance shows that there is unequal variance (p=0.000). Therefore, the Student t-test with unequal variance was conducted. The table 2 shows results of the Student t -test. There was a significant difference in the scores for the ROA of SMEs (M=7.5614, SD=8.4598) and large enterprises (M=5.2831, SD=9.2939); t =9.1677, p = 0.0000. According to this, hypothesis H1 is confirmed. It can be concluded that the difference between the profitability of SMEs and large enterprises of Serbian wholesale and retail sector is significant. Table 3 shows the strength and direction of the relationship between variables which is examined by the Pearson correlation coefficient. Correlation is significant at the 0.01 level between the ROA on one side, and size, quick ratio, leverage, fixed assets to total assets ratio, growth and lagged profitability on the other side. Table 3 shows the results of the test of multicollinearity using the variance inflation factor (VIF). The (VIF) explains how much the variance of a coefficient is inflated due to the linear dependence with other independent variables. Less VIF means that the multicollinearity between independent variables is smaller. The referent value of VIF is that VIF should not be greater than 10. According to the results (Table 3) , it can be concluded that there is no multicollinearity problem in this model. The Table 4 summarizes the results of the panel data regression analysis when random effect and fixed effect estimation were used for SMEs enterprises. The test and validation of the models were conducted before the results interpretation. First, the decision whether to use the simple ordinary least square (OLS) or random effect panel data regression is based on the Bresuch-Pagan Larange Multiplies test. The results show that random effect is appropriate for SMEs enterprises, because a significant difference exists (p=0.000 is less than 0.05).
Secondly, the selection of one model from random effect and fixed effect options is based on the Hausman test. The Hausman test result for SMEs indicates the use of fixed effect model (p=0.000 is less than 0.05).
Based on the results reported in Table 4 , the following profitability determinants of SMEs wholesale and retail sector are identified: size, leverage, quick ratio, fixed assets ratio, sales growth and lagged ROA. On the other hand, investment as a factor is not a significant determinant of profitability for SMEs of wholesale and retail sector in Serbia. According to findings, it can be conclude that hypothesis H2 is partially confirm.
The finding indicates that leverage, quick ratio, sales growth and lagged profitability positively influence the profitability of SMEs. Firms with higher debt ratio have better profitability. This evidence is in line with the capital structure theory, which states that debt financing is favourable to the firm since it delivers tax savings. Furthermore, the minimum amount of capital for the constitution of enterprises in Serbia is only 1 euro, so in many enterprises high debt ratio is present (mean debt ratio for SMEs is 0.9326, which indicate that 93.26% of assets is financed by debt). Serbian SMEs with higher quick ratio have better profitability. This is in accordance with the findings of other authors (Barbosa and Louri, 2005; Kuntluru et al. 2008) . It confirms that firms with a higher quick ratio have the ability to pay short-term liabilities, which is one of the crucial factors in determining the firm performance. Sales growth, as expected, positively influences firm's profitability. The ability of sales increase provides higher revenues as a positive component of the net result. Lagged profitability and current profitability of SMEs are also positively related, which is according to expectation. SMEs with higher lagged profitability imply more resources in the current period and achieve better profitability in the current period.
On the other side, firm's size and fixed assets ratio are negatively related to profitability for SMEs of the wholesale and retail sector. Smaller firms in wholesale and retail sector achieve better relative profitability, which is according to the findings of other researchers (Goddard et al. 2005; Jensen and Murphy, 1990) . In Serbian SMEs wholesale and retail sector, firms with less fixed assets ratio achieve better profitability. This funding is according to expectation (Pratheepan, 2014, p. 7) and mean that firms with lower fixed assets ratio have the ability to adequately respond to the increasing demand, which influences a better profitability at the end.
CONCLUSIONS
In this paper, profitability determinants of SMEs in Serbian wholesale and retail sector were examined. The wholesale and retail sector is a very important sector for Serbian economy, and one of the most profitable sectors. Furthermore, SMEs is a crucial part of economy development.
Results indicate that SMEs achieve statistically significant higher ROA than large enterprises in Serbian wholesale and retail sector. In order to investigate factors which affect the profitability of SMEs the panel data analysis was conducted. The results show that firm profitability is positively affected by leverage, quick ratio, growth and lagged profitability. Profitability of SMEs is negatively affected by firm's size and fixed assets ratio.
Our results are of interest to various stakeholders, including managers, investors, debt holders, and other users of financial statements, since it makes a profile of SMEs wholesale and retail companies by associating firm internal characteristics with intensity and direction of profitability ratio. Furthermore, our results are also of interest to further research in similar areas, especially in the area of SMEs. Future research of profitability determinants should be expanded in two ways. First, a comparative analysis of profitability determinants of SMEs between wholesale and retail sector, and other sectors or economy in Serbia should be conducted. Also, a comparative analysis of profitability determinants among SMEs of the wholesale and retail sector in Serbia and other countries will be of interest to research.
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Резиме
Трговина представља веома важан сектор за привреду Србије, а уједно спада и међу најпрофитабилније привредне секторе. Просечна стопа профитабилности трговинског сектора износи 7,13%, што је значајно изнад просека профитабилно-сти привреде, која износи 5,95% у периоду од 2009. до 2013. године. Значај мерења и анализе профитабилности произлази из чињенице да профит представља кључни фактор опстанка, развоја и стицања конкурентских предности предузећа и привредних сектора. Такође, висока профитабилност обезбеђује економски раст, повећање запослености, иновације и технолошке промене. Давање одговора на питање који фактори одређују профитабилност предузећа у одређеном сектору од велике је важности за менаџмент предузећа, потенцијалне инвеституре, као и ствараоце економске политике. У раду је истражено који унутрашњи фактори су од значаја за профитабилност малих и средњих предузећа из трговинског сектора у Републици Србији. Мала и средња предузећа имају кључну улогу у развоју привреде Србије и обухватају 99% предузећа.
Истраживање детерминанти профитабилности обухвата две фазе. У првом реду испитано је постојање разлика у степену профитабилности између малих и средњих предузећа, са једне стране, и великих трговински предузећа, са друге стране, применом студент т-теста. У другом делу, применом статистичког метода регресије на основу панел-података препознати су фактори профитабилности тр-говинских предузећа. Профитабилност је мерена на основу показатеља поврата на имовину, док су се као независне детерминанте профитабилности поставиле сле-деће варијабле: величина, задуженост, ликвидност, рацио фиксне имовине, инве-стиције, раст и претходна профитабилност. Подаци су прикупљени из фи-нансијских извештаја и обухватају укупно 9005 опсервација од 1801 предузећа из групе малих и средњих предузећа и 1605 опсервација од 321 предузећа из групе великих трговинских предузећа која су пословала у периоду од 2010. до 2014. године. Резултати истраживања указују на то да трговинска предузећа из групе малих и средњих предузећа остварују статистички значајно бољу профитабилнсот од великих трговинских предузећа. Просечна стопа профитабилности малих и средњих предузећа износи 7,56%, док велика трговинска предузећа остварују про-сечну профитабилност од 5,28%. Даље, резултати указују на то да на профи-табилност малих и средњих трговинских предузећа позитивно утичу задуженост, ликвидност, раст и претходна профитабилност, док негативно утичу величина и рацио фиксне имовине.
